
BEFORE TH ENFsSI*1E STATE BOARD OF EqUALIZATION

IN RE: N;]Iu,nwide Po.4a1 .iaIhIeerl]CtIt
Dist. 3. Map I OOM, Group A, Control Nlij1, I UI i, Campbefl County
Parcel 600
Commercial Prope,-t
Tax Year 2{U5

INITIAL DECISION AND ORDER

Stemnt of the Case

The subject properly N presently valued as IoILws:

lANI’ALLiF. IMPROVNMFN[_VALUE FOTALVALUE ASSESSMENT

$97,000 S324lOO S421,l00 S168,440

An appeal has been flied on behalfofthe properly owner with the State Board of

l.qualization. The undersigned administrativejudge cinlucred a hearing in Lids nailer

March I. 2006 ri Knoxville, lenriessee. In attendance at the hearing c’c registered agent

W.M.P. Wilson, Ill and Campbell CountyProperty Assessor’s representatives Clark Ford

and [Irandon Parten.

FINDINGS OF FACTANL tNCLUSIONS OF LAW

Subjectpropenvconskts ofan office building constructed in 1972 located at 424

Main Street in Jackshoro, Termessee.

The taxpayer contended that subject property hould be valued at ,2 2O0. In

support ol this position, the taxpayer argued that its purchase ofsuhiect property on

May IS. 2005 for $212,500 should be adopted as the basis ifvaluation. In addition, Mr.

Wilson introduced an income approach he maintained supports a value inLlicanon ofonly

$1 SO.05D.

The assessor contended that subject properly should remain amIued at S42 I. i 00. In

support ofthis position, the property record card was introduced into evidence. In addition

Mr. Ford asserted that the taxpayers purchase should not iteeke any weight becausc

subjeci property ‘vas me’ er offered R,r sale on the open market.

Ihe basis of valuation as stated in Tennessee Code Aanotatcd Section 67-5_,fl Ita is

that ‘[tJhe value ofall properly shall be ascertained 1mm the cidence of its sound, inthnsic

and immediate valLic. Ibr purposes ofsale between a" illing seller and a willimlu buyer

without consideration ofspeculathe. calues

After having reviewed all the evidence in the case, the administrativejudc finds that

the subject property should be valued at S42 IWO based upon the presumption of

correctness attaching to the decision ofthe Campbell County Board of Fqualization.



Since the taxpayer is appealing from the determination ofthe Campbeu County

Board ofEqualizationihe burden ofproUr’i% on the taxpayer, Sec Mate Board of

Equalization Rule O6QO-I-.l 11 and B"r I-nrA- tiniIIc Cn?punI I. Ia,-,- Qua/in’

Control Board 620 SW.2d 515 lenn. App. 1Ml

The administrative udge 6nds that the taxpayer’s purchase ol subject property

caimot provide a basis of valuation ior ii least four rcasufls. First, January I, 2005

constitutes the relevant asscssri’ent date pursuant to len,’, Code Ann. 67-5-504a. Since

the sale did not even cur until May 18. 2005, it is technically inelc’ant. See Acme Boot

Jonipant- and Ash/and Gin Industrial Corporation Cheatham Cot-Fax Year l9Y

wherein the Asscst,te,,r Appeals Commission nIed hat ‘‘je vents occurri ig a fler Ithe
assessment] daw are not relevant unless offered for he limited purpose ,fsho ing that

assumplions reasonably made on or before the assessment date have been borne out by

subsequent events.’ Final Decision and Order at 3 Second. even if the sale was relevant,

the property was ‘lever cposed or sile on the opcii lid rId. According to Mr. ii ttn, he

sale occunTed alter the taxpayer approached the seller to inquire whether he was interested in

selling the property. Third, the transacfion also involved the sale ‘fa property in Wartburg.

‘lenniessec. Fourth, one sale does not nocossarily eiahl isli market value. As oEier ed by

the Arkansas Supreme ‘oLirt ri Tijthiil ‘, .1rkansac ‘i’r,,u - EquuIcurEun Board. 717, S - W.

2d 439, 441 Ark. 1990;

Certainly, the current purchase price i. an imporlant criterion of
market ‘alue, hut it alone does not conclusively detenninc the
market value, An unwary purchaser rniiilit pay more than
market value ‘or a piece ofproperty, or a real bargain hunter
might purchase a piece ofproperty solely because he is getling ii
for less than market alue, and one such isolated sale does not
establish market value,

‘l’he administraticc judge ririck that no other compaiablc alcs wet-c introduced F,y the

taxpayer to support u.s contention that the sale price of S2 12,500 ‘as indicative of market

value.

Respectiully, the administrativejudge also finds that Mr Wilson’s iiumniie approach

carmot be adopted as he k’s is @1’ valuation absent additional proof. Ilte admi riistrati-c

judge fmds that Mr. Wil’on essentially capitalized a single years actual net operating

income at l0?. The administrativejudge finds that the procedure normally utilized in the

ricorTie approach has been summarized in otie autliorilalive text as tdllnws:

Although there arc various income capitalization
techniques available to the appraiser, certain steps arc essential
in applying the income capitalization approach. Before applying
any capitalization techniques, an appraiser must work down
from potential greS-s income to net operat Pg ,rico,i,e. Ii do tFi,.s.
the appraiser will:



I Research the income and expense data for the subject
properly and comparahies.

2. ‘slimate the potential gross i rico’ne of the property by
adding the rental income ijid tEt oilier potential income.

3. Estimate the vacancy and collection less.
4. Subtract vacancy and coflection loss from total potential

gross income to arrive al the effective gross income ofthe
subject property.

5, Ftintale die total operating expethes fur the st’}’jeci by
adding fixed experies. variable expenses. and a replacement
allowance where applicable.

6. Subtract the estimate of total operating expenses from the
estimate ofeffective gross i’Icotne to anive at a net opcratin
Income.

7. Apply one of the direct or yield capilalization techniques to
this data 10 generate an estimate of’ aluc via the income
capitalization approach.

Appraisal Institute, TheApprnisaitlReaI Estate at 493-94 121! ed. 2001. Moreover the

administrathejudge fmds that the .‘s’esslnerlr Appeals Commission ruled in First

American ..Vationa Bank Building Parrnership Davidson Co., Tax Yc;ii’s 9K4- I 97 that it

‘is [lie entire fee simple unencumbered value and not any lesser or partial interest., chich is

normally subject to taxation. The adnfinistrativejudge fmds that for all practical puqioses

Mr. Wilson has valued the leased lee estate for a particular year rather than the tc sirtlple

value as ofJanuaiy I. 201$.

ORDER

It is therefore ORDERED that the following value md assessment be adopted fir [ax

year 1P{:

ANd AiU[ IMPROVI*:NllNl VAJ,Uf TOTAL VALUb ASSESSMFINT

$97000 $324100 $421,100 Sl68440

It is FURTHER ORI[LRED that any applicable hearing costs be assessed puruatit to

‘cnn. Code Ann. § Solid and State Boardofflqualization RulcO600-l-.l’.

Pursuant to the Uniform Administrative Procedures Act. 1mm. Code Ann. 4-s-
3W 325. cnn. Code Ann. § 67-5-1501, and the Rules ofContested Case Procedure oftlie

State Board of Equalization, the parties are adviscd of Ihe Ibllowing remedies:

A party may appeal this decision and order to the Assessniccit Appeals

Commission pursuant to Tenn. Code Aim. 67-5-1501 and Rule 0600-1-12

of the Contested Thse Procedures of the State Board of Equalization.

l’ennessee Code Annotated 7-5-I 501c provides that an appeal "musi be

filed within thirty 30 days from the date the initial decision is sent."

Rule 0600-I -.12 of the Contested Case Procedures of the State Board of

Equalization provides that the appeal be filed with the Excc.utivc Secretary of



the State Board and that the appeal "identify the allegedly erroneous

lindiugs of tact and/or conclusions of law in the initial order"; or

A party may petition For reconsideration of this decision arid order pursuant to

lean. Code Ann. 4-5-317 WilFul] fifteen IS days of the entry of the order.

The petition for reconsideration must state the specific grounds upnhl which

relief j, requested. The fi Ii rig ot a petit ion for reconsideration is not a

prerequisite for seeking admini sin-at ne or udic iaI re’ jew; or

3. A party may petition for a stay of effectiveness of this decision and order

pUrsuant to lenn. Code Ann. § 4-5-316 within seven 7 days of the entry of

Inc order.

ins order does not become fnia! until an official certificate is issued by the

Assessment Appeals Commission. Official certificate, are normally issued seventy-five

75 days after the enny of die initial decision and order if no party has appealed.

EINfERll thiN 9th day of larch. 2006.

ail&4,
MARK KMINSKt - -

ADMINISTRATIVE JUDGE-.
TENNESS}E DIiPARJMENT O STAlL
ADMINISTRATIVE PROCEDURES DIVISION

Mr. W.MP. Wilson Ill
Billy Hicks, Assessor of Property
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